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SUMMARY  OF  TESTIMONY  ON  REVENUE  ASPECTS  OF 
ANTI-SKY  JACKING  PROPOSAL:  H.R.  19444 

To  obtain  additional  revenues  to  provide  for  the  protection  of  per- 
sons and  property  aboard  U.S.  air  carrier  aircraft,  the  administration 
submitted  a  proposal  (introduced  in  the  House  as  H.R.  19225  on 
September  16,  1970),  to  increase  the  present  8-percent  excise  tax  on 
domestic  air  transportation  to  83^  percent  and  to  increase  the  present 
$3  international  travel  facilities  tax  to  $5.  These  increases  would  be 
effective  under  the  bill  for  air  transportation  beginning  after  October 
31,  1970. 

The  House  Ways  and  Means  Committee  reported  a  clean  bill,  H.R. 
19444,  on  September  25,  1970,  which  provides  that  those  increases 
are  to  be  effective  only  through  June  30,  1972.  The  House  passed  the 
bill  on  September  30,  1970. 

The  administration's  proposal  also  was  introduced  in  the  Senate 
(S.  4383)  on  September  23,  1970,  and  was  referred  jointly  to  the  Com- 
mittees on  Commerce  and  Finance.  S.  4383  is  identical  to  the  original 
bill  proposed  by  the  administration  in  the  House  and  differs  from  the 
House-passed  bill  in  that  S.  4383  specifically  authorizes  the  Secretary 
of  Transportation  to  provide  guards  to  accompany  U.S.  aircraft  to 
protect  the  aircraft  and  persons  and  property  aboard,  and  also  S.  4383 
does  not  provide  for  the  June  30,  1972,  cutoff  date  for  the  air  trans- 
portation tax  increases. 

It  is  estimated  that  the  proposed  increases  in  these  air  transportation 
taxes  would  result  in  increased  tax  liabilities  (using  the  October  31, 
1970,  effective  date)  of  $34.5  million  for  fiscal  1971  (about  $29  milhon 
in  actual  collections  in  fiscal  1971)  and  $57.3  million  for  fiscal  1972. 

The  House-passed  bill,  H.R.  19444,  also  amends  section  7275  of 
the  Internal  Revenue  Code  (added  by  the  Airport  and  Ahway  Revenue 
Act  of  1970)  to  remove  the  prohibition  against  separately  stating  the 
domestic  air  fare  and  the  domestic  ticket  tax  on  the  tickets  and  in 
the  advertising  of  fares.  This  would  be  effective  upon  enactment. 

Summarized  below  are  the  comments  of  witnesses  made  on  October 
6,  1970,  as  well  as  in  written  statements  submitted. 

A.  COMMENTS   OF  WITNESSES  FAVORING  THE  ADMINISTRATION  REVENUE 

PROPOSAL 

Department  of  Transportation,  John  A.  Volpe,  Secretary. — Supports 
S.  4383  as  a  significant  part  of  the  administration's  program  against 
the  problem  of  air  piracy.  Indicates  that  a  fiscal  year  1971  budget 
supplement  amendment  in  the  amount  of  $28  million  has  been  sub- 
mitted to  the  Senate  Committee  on  Appropriations  to  provide  for  the 
hiring  and  trainmg  of  approximately  2,500  guards,  contingent  upon 
passage  of  the  increased  passenger  ticket  taxes. 

Believes  that  the  costs  of  the  guard  program  appropriately  should 
be  borne  by  the  passengers  benefiting  from  the  protection  by  increas- 

(1) 


/  ing  the  passenger  ticket  taxes,  rather  than  placmg  the  burden  of  the 

r  increased  Government  costs  on  the  general  taxpayer  or  by  reducing 

J,  general  funds  for  other  priority  programs. 

V>'j'  States  that  the  Department  has  no  objection  to  the  House-passed 

cutoff  date  for  the  increased  taxes  of  June  30,  1972.  Also,  accepts  the 
H.R.    19444  provision   to  remove  the  prohibition  against  separate 

'  statement  of  the  fare  and  ticket  tax. 

, '  American  Automobile  Association,  John  DeLorenzi,  managing  director, 

public  and  government  relations  {written  statement). — Believes  that  those 
who  will  benefit  from  the  protective  measures  of  the  guard  program 
will  not  object  to  paying  for  it. 

Supports  the  H.R.  19444  amendment  to  section  7275  of  the  Internal 
Revenue  Code  regarding  the  removal  of  the  prohibition  against  a 
separate  statement  of  the  air  fare  and  the  ticket  tax,  as  air  travelers 
resent  not  knowing  how  much  tax  is  included  in  their  air  fare  and 
since  the  existing  prohibition  has  caused  many  complications  in 
additional  paperwork  for  their  travel  department. 

B.   COMMENTS  OF  W^ITNESSES  OPPOSING  THE  ADMINISTRATION 
REVENUE  PROPOSAL 

Air  Trans'port  Association  of  America,  Leo  Seybold,  vice  president, 
and  Walter  Jensen,  assistant  vice  2)>^^sident  of  operations  and.  engi- 
neering.— Maintains  that  there  is  no  justification  for  imposing  in- 
creased passenger  ticket  taxes  to  pay  for  armed  U.S.  Government 
personnel  aboard  U.S.  airline  aircraft,  since  this  is  the  result  of  a 
warlike  emergency.  Argues  that  police  protection  is  the  primary  func- 
tion of  Government  and  should  not  be  paid  for  out  of  special  user 
taxes.  Contends  that  the  increased  taxes  are  discriminatory  because 
they  Avould  be  levied  on  many  persons  who  could  not  benefit  from  the 
guard  protection. 

Notes  that  only  after  the  Palestinian  guerrillas  seized  U.S.  com- 
mercial aircraft  and  U.S.  citizens  did  an  atmosphere  of  emergency 
develop  concerning  aircraft  hijacking.  Points  out  that  general  revenues 
have  paid  for  a  large  share  of  U.S.  Government  protective  measures 
taken  as  a  result  of  this  emergency,  and  that  the  proposed  special 
taxes  on  air  passengers  will  pay  for  only  a  part  of  the  total  security 
effort.  Indicates  further  that  the  airlines  are  contributing  toward  the 
protective  program  by  emphasizing  preventive  surveillance  and 
detection  systems  at  airports. 

Supports  the  use  of  armed  Government  personnel  aboard  airline 
aircraft  as  an  emergency  and  temporary  measure,  but  suggests  that 
the  authority  of  the  Secretary  of  Transportation  to  use  such  guards 
on  a  permanent  basis  be  clarified  (as  indicated  in  S.  4383)  before  any 
tax  increase  is  enacted.  Suggests  also  the  desirability  of  clarification 
of  the  liability  of  the  Government  for  the  actions  of  the  guards. 

American  Society  of  Travel  Agents,  Inc.,  Thomas  M.  Keesling,  vice 
president,  and  Paul  S.  Quinn,  general  counsel. — Indicates  reluctant 
support  for  the  use  of  armed  guards  (as  a  temporary,  emergency 
measure)  on  U.S.  aircraft  as  a  device  to  discourage  hijacking,  but 
believes  that  the  procedures  in  connection  with  the  selection  and  use 
of  such  guards  should  be  carefully  scrutinized.  States  that  passengers 
should  not  be  required  to  pay  special  taxes  for  Government  protec- 
tion, as  the  special  trust  fund  was  established  by  Congress  for  different 
purposes  than  for  police  protection. 


Notes  that  U.S. -flag  ships  have  been  protected  throughout  the 
history  of  the  United  States  by  the  Navy  and  Coast  Guard  out  of 
general  funds.  States  that  it  is  unclear  who  are  to  serve  as  armed  guards 
on  U.S.  aircraft,  how  much  it  will  actually  cost,  and  now  many  guards 
will  actually  be  needed. 

Supports  the  H.R.  19444  provision  amending  the  Airport  and 
Airway  Revenue  Act  of  1970  to  eliminate  the  prohibition  against 
showing  the  amount  of  the  tax  separate  from  the  air  fare. 

National  Business  Aircraft  Ajssociation,  Inc.,  Robert  B.  Ward,  execu- 
tive vice  president  (written  statement). — Recommends  that  any  funds 
used  for  the  payment  of  armed  guards  be  from  other  than  the  airport 
and  airway  trust  fund.  Indicates  that  business  aircraft  are  paying 
substantial  registration  and  fuel  taxes  into  this  trust  fund  for  the 
purpose  of  needed  development  of  the  air  transportation  system; 
and  notes  that  if  the  costs  of  the  guard  program  exceed  the  revenues 
from  the  increased  ticket  taxes,  the  amounts  would  have  to  come  from 
other  moneys  in  the  trust  fund — which  would  include  revenues  from 
the  registration  and  fuel  taxes. 

J.  Floyd  Andrews,  'president.  Pacific  Southwest  Airlines  {written 
statement). — Maintains  that  passengers  will  be  assessed  additional 
taxes  with  no  assurance  of  protection  by  the  guards,  since  it  is  im- 
possible to  cover  all  the  regional  and  intrastate  air  flights.  Contends 
that  the  airline  industry  should  and  can  police  and  control  the  hijack- 
ing situation. 

C.   COMMENTS    OF  WITNESSES    ON    OTHER   ASPECTS    OF  THE  ADMINISTRA- 
TION  ANTI-SKYJACKING   PROPOSAL  AND   AVIATION   USER   TAXES 

Hon.  George  Murphy,  U.S.  Senator  (written  statement). — Urges 
consideration  of  the  use  of  furloughed  pilots  for  the  armed  guard 
positions,  as  many  of  them  are  former  military  pilots,  are  qualified 
flight  crew,  are  familiar  with  the  layout  of  aircraft,  and  are  acquainted 
with  the  aircraft  operation. 

Hon.  Ted  Stevens,  U.S.  Senator  (written  statement). — Suggests  an 
amendment  to  the  bill  to  exempt  air  transportation  between  Alaska 
and  elsewhere  in  the  United  States  from  the  $2  increase  in  the  inter- 
national travel  facilities  tax.  Also,  requests  consideration  of  a  method 
of  adjusting  the  international  travel  facilities  tax  so  that  less-than- 
full-fare  tickets  would  pay  a  percentage  of  the  existing  $3  tax  (e.g., 
the  tax  on  a  half-fare  student  ticket  would  be  only  $1.50). 

Aircraft  Owners  &  Pilots  Association,  Robert  E.  Monroe,  congres- 
sional liaison  {written  statement). — Urges  that  the  provisions  of  S.  4392 
be  incorporated  in  H.R.  19444.  S.  4392  would  exempt  the  first  2,500 
pounds  of  a  piston-engine  aircraft  from  the  2-cents-a-pound  aircraft 
use  tax. 


